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pooled by a central organization, and divided among;
producers, proportionately to the quantity that each
supplies.   This is the principle of the Milk Marketing
Scheme in England.
Such a policy of limiting sales, either directly or
through the control of price, will benefit producers
only if the demand for their products by merchants is
inelastic. If the amount segregated from the main
market must be wasted, then the elasticity of demand
must be less than unity if farmers are to gain. If it
can be sold, though at a lower price, then demand can
be less inelastic and producers still profit from restric-
ting sales on the main market; thus, if the amount
removed from the principal market can be sold else-
where at half the original price on the chief market,
producers will benefit from restricting supplies pro-
vided merchants' demand is less elastic than 2.
If supply control is confined to one country, the
demand for the home product will only be inelastic if
any increase in price does not stimulate larger imports;
this can generally only be prevented either if transport
costs are high or if imports are restricted artificially by
tariffs or quotas. In England this method of control
has been applied to hops, potatoes and liquid milk, all
products with an inelastic demand; for liquid milk
transport costs provide efficient protection; for
potatoes and hops imports are limited by quotas and
tariffs. If control is international, as it is for sugar at
present, then supplies from all sources will be cut
down and only the total elasticity of demand is
relevant.
This policy, like that of import restriction, puts the
burden of assisting the farmer on the consumer, not on